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Summary

The vast majority of initial comments submitted in response to

the Notice Qf PrO,posed Rulgakinq (~) recQmmend that the

CommissiQn move fQrward quickly with auctiQns fQr brQadband PCS.

There is substantial evidence that oral auctions, combined with

.ealed nationwide cQmbinatQrial bidS, can readily be accomplished

by the CQmmissiQn in May Qf 1994 for the tWQ 30 MHz bands. MCl

believes that electronic auctiQns should be considered for bands C

thrQugh G, but Qnly if the auctiQn process is not delayed because

of these new prQcedures.

FQllowing careful consideration Qf the comments Qf Qther

parties, MCl sUPPQrts the fQllowing modifications tQ the auctiQn

prQcedures recQmmended in its initial comments:

1) MTA bidding should be cQnducted in clusters frQm East

CQast to West CQast (rather than frQm smallest tQ largest

MTA as previously proposed), with the sequence of MTAs as

set fQrth in Appendix A;

2) minimum bid increments at Qral MTA auctiQns shQuld be

established at 2% Qf the current high bid Qr $1 million,

whichever is less; and

3) NYNEX's proposal, to allow national combinatorial bids to

be specified as X% above the sum of the MTA bidS, SUbject

to a maximum dollar amount, should be adopted.
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MCI Teleco..unications corporation (MCI), by its attorneys,

hereby submits its reply comments in the above-captioned

proceedinq. As MCI demonstrated in its initial comments in this

proceedinq, the co..ission should adopt auction rules for

broadband PCS spectrum that maximize consumer welfare, rather

than maximize auction revenues.

I. Rapid Iapl..entation of PCS Auctions will
Provide Substantial Public Interest Benefits

As discussed in MCI's Comments, the commission faces several

tradeoffs in implementinq PCS spectrum auctions. V Auction rule.

that promote competition should be given priority over other

Choices. It is also essential that the benefits of PCS auctions

be realized as soon as possible.

PCS services have the potential to brinq substantial

competition to existinq cellular radio markets and may even

provide the basis for the serious introduction of competition to

at least a portion of the local exchanqe monopoly. Delay in

offerinq these services could be very costly to the public. For

V MCI Comments at 1-2; ~~ Exhibit 1 to MCI's Co..ents at
1-6.
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example, AT'T co.-issioned a study that found that the " ••• delay

in licensing cellular telecommunications cost the u.s. economy

more than $86 billion."Y

Time Warner and other partie~ aqr.e with MCl that the

auctions should take place in the spring of 1994 as conteaplated

in the authorizing legislation. Simple and administratively

feasible procedures will allow the auction to take place as soon

as possible.

Given the importance of bringing the benefits of PeS

services to the public as rapidly as possible, proposals by

incumbent carriers that could result in substantial delay must be

rejected. MCl is adamantly opposed to proposals by AT&T and

McCa~ to auction narrowband PCS blocks first and then

experiment with other services before auctioning broadband PCS.

First, neither the 900 MHz narrowband licens•• nor (contrary to

the claims of CTlA) the 10 MHz blocks are large enough to allow

efficient competition for existing cellular or local exchange

services. Although the Commission contemplates allowing holders

of the 900 MHz narrowband licenses and holders of 10 MHz blocks

to consolidate spectrum to achieve efficiencies, this process

Y ~ Jeffrey H. Rohlfs, Charles L. Jackson and Tracey E.
Kelley, "Estimate of the Los. to the United States Caus.d by the
FCC's Delay in Licensing Cellular Telecommunications," November
8, 1991 (Revised), p. 1.

Time Warner at 2, APC at 1 n. 2, Comcast at 3.

AT&T at 9-11, McCaw at 15; §§A Ala2 NTlA at 19-21.
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could be time-consuainq and involve substantial transaction

costs.

Second, there is no valid reason for withholdinq the

potentially most valuable pieces of spectrum from the .arket.

The benefits of competition would be denied consumers and auction

revenues would be denied to taxpayers. The only parties that

would benefit from this delay are the existinq cellular carriers,

includinq the AT'T/McCaw. As noted in recent wall Street

Article, AT'T plans to market its lonq distance services in

conjunction with McCaw in 1994.~ Delayinq new entrants will

obviously facilitate AT&T's strateqy of lockinq-in customers

before competition has a chance to qain a foothold.

II. Cellular Eliqibility Restrictions
Should Be Reinforced. Not weatened.

In the Second Report and Order in the PCS proceedinq, the

Commission adopted a rule desiqned to limit cellular carriers'

eliqibility for PCS spectrum in areas where they hold substantial

interests in cellular spectrum. In adoptinq the 10 percent

territorial overlap and 20 percent attribution threshold, the

Commission souqht to strike a reasonable balance between past

cellular license policies that favored settlements and the

~ ~ John J. Xeller, "AT&T to End Sales of 'i Plan' Phone
proqram," November 10, 1993, p. A5. Jaa AlaQ, AT&T Chairman
Robert E. Allen's November 16, 1993 statement before the Senate
Antitrust SUbcomaittee, at 16: "[T]he fact that AT&T will be able
to "bundle" cellular service with lonq distance service••• is not
only unobjectionable; it is pro-competitive."
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current policy designed to promote entry by new providers and

ensure a competitive wireless market.~

As discussed in MCI's comments, there are several additional

steps the commission can take to promote competition. It is

essential that the commission provide for increased diversity in

the nationwide wireless industry, which will promote competition

and innovation. Y Therefore, dominant cellular carriers should

be excluded from bidding on one of the two 30 MHz wideband

allocations.

Taking the opposite approach in their comments, several of

the dominant cellular carriers express dissatisfaction with the

Commission's cellular eligibility restriction, and recommend that

the restriction be modified or eliminated. As described above

and in MCI's Comments, broadband PCS is a potential competitor to

cellular service and to local exchange services. It would

disserve the pUblic interest to permit the incumbent to either

delay PCS licensing or to dominate this new spectrum to the same

degree that they already dominate cellular spectrum. Y

~ Second Report and Order, 109.

Y MCI comments at 4-6 and Exhibit 1.

~ Should Bell Atlantic Cat 5-9) or any other entity which
controls a substantial portion of the nation's cellular spectrua
seek reconsideration of the Commission's cellular eligibility
restriction, MCI will vigorously oppose such efforts. Likewise,
MCI will oppose any petition to be filed by Sprint Cat 3 n. 4) or
others seeking relaxation of the cellular eligibility restriction
through a change in the permitted popUlation overlap froa ten
percent to twenty percent or more.
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If cellular firms were awarded PCS licenses, they might not

use those licenses to offer services directly competitive with

cellular, even though an independent operator would be incented

to do so. ~ severin Borenstein, "On the Efficiency of

competitive Markets for operating Licenses," Quarterly Journal of

Economics, May 1988, pp. 357-385:

••• a competitive market allocation of operating
licenses, whether attained through auctioning, selling,
or allowing resale of the rights, does not, in general,
assure their efficient use. (p. 357)

••• a license holding firm will not necessarily enter
the market in which it could generate the maximum
social benefits. (p. 358)

The Commission must factor the structure of the post-auction

mobile communications market into its pUblic interest

calculations. Excluding the largest cellular carriers troa

bidding on at least one of the 30 MHz blocks would, as MCI has

demonstrated, foster the entry of new competitors into a market

dominated by a handful of firms today.

Several of the ten largest cellular carriers urge the

commission to permit cellular carriers or their affiliates to

participate in auctions, contingent upon divestiture of their

disqualifying interests within some period (e.g. six months)

after auction.~ MCI opposes contingent bidding by cellular

carriers. Contingent bidding is inconsistent with the

Commission's pre-bid certification proposal, which includes an

applicant certification that the applicant "is qualified pursuant

~ ~, ~, Ameritech at 2; Bell Atlantic at 5-9; NYNEX at 15;
Sprint at 7.
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to ••• service-specitic qualification rules ••• for the particular

.ervice."~ If the commission w.re to admit bidder. on the

basis of certifications that the applicant "will at so•• future

date be qualified," it would become ena.shed in an administrative

review process that would be both needlessly complex and

litigation-prone, thereby delaying PCS licensing.

An issue which is closely related to contingent bidding i.

the question of whether a cellular transaction "in proqress"

should impact eligibility of the buyer or seller. Such

transactions need to be carefully scrutinized to determine their

impact on competition. MCl agrees with Southwestern Bellll' that

both AT&T and McCaw should be treated as owners of McCaw's

cellular properties for purposes of the attribution rules and

should be precluded from participating in any fashion in any

nationwide aggregated bidding. Pacific Bell and Nevada Bell

(PacBell) assert that they should be allowed to bid for PCS

licenses in territory as long as the spin-off of PacTel Cellular

is completed by the time final auction paYments are due. W If,

as proposed by numerous commenters, installment paYment

privileges are liberally granted, the deadline for "final auction

paYments" may not occur until several years after the auction,

during which time a contingent bidder could hold both cellular

spectrum and PCS spectrum in the same market. Cellular lic.n••••

NPRM at ! 98; IA& A1a2 ! 101 and n. 92.

Southwestern Bell at 28-29.

PacBell at 14-17.
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should be required to be fully qualitied to hold any license tor

which they bid at the time initial applications are tiled, and

continqent or conditional bids in qeneral should be

disallowed. J1/

III. AuctiQn _thods.

The Commission must consider the impact ot alternative

auction mechanisms on the ultimate structure of the markets in

which pes will cQmPete. As ProtessQrs Harris and Katz note in

the paper submitted with NYNEX's comaents:

In terms ot their impact on the public interest, the
indirect ettects of the auction process on the pertoraance
of the PCS market may be even more important than the direct
effects in the auction market itself. By affecting who gets
spectrum, the extent to which spectrum is aqgregated across
frequencies Qr geographic regiQns, and the economic teras of
paYment (~, rQyalties v. sunk payments), the auctiQn
institutions will siqnificantly affect future competitiQn
amonq the winning bidders in the PCS market and the
competition between PCS license holders and other firms in
the telecommunications marketplace.

Harris and Katz Exhibit 1 to NYNEX comments at 4.

As noted in Section I above, simple and administratively

feasible procedures should be adopted that will allow the

broadband pes auction to be held in the Spring of 1994. In this

section, we discuss in greater detail the characteristics of

auctiQn methodologies that will foster competitiQn.

~, ~, AT&T at 38:

AT&T CQncurs that bidders generally should not have the
right to place conditions on their bids, either oral or
sealed, provided that they may withdraw sealed bids
without penalty until the moment Qf bid openinq.
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A. Oral AuctiQns.

There is widespread suppQrt fQr oral ascending bid•• W

HQwever, Qral bids will allQw the existing incumbents in the

wireless market tQ more easily act Qn their strategic interest in

preventing a new industry player from acquiring significant

amQunts of spectrum. Robert G. Harris and Michael L. Katz make

exactly this point on behalf Qf NYNEX:

While, as a general rule, more information is better,
there is one area in which increased inforaation ..y be
harmful to the pUblic interest. If the bidders know
one another's identities during the auction process,
they may be better able to engage in speculative hold
up. with anonyaity, it will be harder to target a fira
for hold-Up when its biddinq and spectrua ownership
patterns cannot be directly observ.d. Moreover,
anonymity will limit the ability of firas to make
preemptive bids designed more to harm specific
competitors (by denying the. acc.ss to valuable
spectrum) than to allow the efficient and desirable
provision of services. W

Sealed bids or some form of blind bidding will capture ..ny

of the benefits associated with oral auctions while preventinq

the existing carriers from misusing information about the

identities of the firms they are bidding against. ElectrQnic

W AT&T at 11-12, Bell Atlantic at 19-21, BellSQuth at 4-5,
Breen at 1, CCI at 1, CTIA at 2 and 7-12, Comeast at 3, Council
of 100 at 2, GTE at 6, McCaw at 1, NABOB at 6-7, NABER at 6,
Nextel at 4, Pagenet at 7-16, Phase On. at 2, RQchester at 2,
Rural Cellular Assn. at 5-6, Rural Cellular Corp. at 2, SW Bell
at 15-20, TelQcator at 3, u.S. Intelco at 8-9.

W "A Public Interest Assessment Qf Spectrum Auctions for
Wireless TelecommunicatiQns Services" at 9 (fQotnote Qmitted)
(filed with November 10, 1993 Comments of NYNEX).
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auctions, as proposed by several parties,W may also allow the

identity of bidders to be masked. However, electronic auctions

raise potential implementation issues. W

There are fewer broadband than narrowband blocks and the

number of firas likely to bid on them is also lower. Therefore,

it should be possible to conduct an efficient oral auction for

the A and B blocks. UI An experiment with electronic auctions

might be useful in the remaining BTA-based spectrum blocks, where

the number of licenses to be issued and the number of potential

bidders will be larger.

A way must be found to allow bidder anonymity under the oral

auctions for the A and B blocks. W One possibility is to

require the identity of bidding parties to be masked, and to

allow bidding parties to be represented at auction by aUltiple

agents. Another possibility is to provide telephone hook-ups for

W Arch at 11-12, Comcast at 3, JMP Telecom systems at 3, MTIA
at 8-19, NYNEX at 14, PacBell at iii and 11, Rural Cellular Assn.
at 5-6.

W NPRM at ! 56, APC at 1 n. 2.

W MCI supports the recommendation of Telephone and Data
Systems, Inc. (TDS) at 24 to establish a minimum bid incr...nt as
a means of expediting oral auctions. MCI recommends that the
minimum bid increment be established at the lesser of two percent
of the preceding high bid or one million dollars.

W GTE asserts that "an open and informative bidding process
calls for disclosure of the bidder's agents. Accordingly, GTE
recommends that the Commission require potential bidders to
publicly reveal the identity of their ownership and their bidding
agents in the applications and that such information be a Batter
of pUblic record prior to the bidding process." GTE at 11-12.
GTE's preoccupation with unmasked bidding agents clearly reflects
its desire to impede, in any way possible, competitive entry into
its existing cellular markets.
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the bidders through a conterence bridge that allows the

Commission or its auction agent to receive the bids individually

and announce the results to all participants.

B. Combinatorial bidding.

Several large, mid-sized and s..ll companies filed ca-aents

in support of national combinatorial bids.~ Among the most

vociferous opponents of national combinatorial biddinq are those

who have a vested interest in one (or more) of the "national"

cellular brands: AT&T,lll Cellular anew or MobiLink.~

AT&T attempts to arque that national licensees would iqnore

some regions in favor of building out other regions more

rapidly.W These claims are unfounded. First, the successful

bidder in a nationwide combinatorial auction would be unlikely to

allow spectrum to lie fallow. Delaying implementation of service

is not profit maximizing behavior (unless the owner has market

~ ~ NPRM, " 47, 57-62, 120. The following parties stated
that they either supported or did not oppose combinatorial bids
at the national level: Alliance of Rural Area ••• at 11, AWCC at
39, Bell Atlantic at 11-12 and 14, Calcell at 16, CSI at 10,
CTIA at 2-4 and 9 n. 19 and 14-23, Comtech at 2, JMP Teleco. at
4, Liberty Cellular at 2, Myers at 9-10, NTCA at 13-14, Nextel at
10, NYNEX at 14, PTC at 2-3, Pagemart at 19, PMN at 10, Point at
2, Small Business PCS Assn. at 5, Telephone Assn. of Michiqan at
11, Te1marc at 3, Venus at 5.

UI AT&T at 4-8; McCaw at 7-14.

W SW Bell at 22-24, 26-28.

'J,11 GTE at 6-9.

W AT&T at 5.
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power).~1 Second, to the extent that the Commission believes

that winners of national combinatorial bidding will unreasonably

delay implementation of service to some regions, it can iapos.

sanctions (including reasonable build-out requirements) to

prevent this. Finally, the consortium approach originally

advocated by MCI would allow the necessary resources to be

provided. Winning bidders would have an incentive to adopt this

approach if necessary to take full economic advantage of the

spectrum they own.

Pacific Bell and Nevada Bell claim that nationwide

licensing: (1) is inconsistent with the enabling legislation;W

(2) was rejected by the Commission in the PCS order;~ and (3)

is contrary to the public interest.~ They are wrong on all

counts. First, Section 309(j)(6) of the Act expressly state.:

Nothing in this SUbsection, or in the use of
competitive bidding, shall --

~I AT&T's request for a pioneer's preference for 6 GHz PCS (File
No. PP-43 , submitted May 4, 1992) sought exclusive co-pri.ary
usage of 25.6 MHz of microwave "separation band" spectrum for its
"nationwide" PCS system. AT&T'S "nationwide" system would .erve
only the top 70 MSAs. AT&T disclai..d any interest in serving
the rest of the nation. It COUld, perhaps, be served by other 6
GHz PCS providers, but only AT&T would have "exclusive co
primary" usage of the separation bands. Others would be required
to petition the Commission for a reallocation of spectrum, after
AT&T received its nationwide license.

W PacBell at 8-9, citing Section 309(j) (3) (A): "the develop.ent
and rapid deployment of new technologies, products, and
services •••. "

~ PacBell at 8.

all PacBell at 8: "The bias in favor of national bidders is
inappropriate."
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••• (F) be construed to prohibit the co_ission from
i.suinq nationwide, reqional, or local licenses or
permits; ••••

Second, the Commission clearly did not "reject" the national

licensinq approach on September 23 of this year.~/ In the NPRK

in this docket -- adopted the same day as the PCS Report and

Order -- the co_ission, with the support and encourageaent of

congressional leadership, proposed national combinatorial

bidding, explaininq that combinatorial bidding could permit tho.e

who.e vi.ion of pes encompa••ed a nationwide offering to

accomplish that goal without nationwide license allocations.-

Southwestern Bell's opposition to national combinatorial

bidding appear. to be based in large measure on the tre..ndou.

marketing advantages that a national licensee would enjoy. a..,
~, SW Bell Comments at 26-28 and n. 17: "The marketinq

advantaqe ••• of beinq able to claim..• a nationwide scope would be

virtually insurmountable." This claim is entitled to no credence

whatsoever. The lack of actual nationwide scope does not appear

to present an "insurmountable" obstacle to the marketing of

southwestern Bell's cellular subsidiary in Washinqton/Baltimore,

which advertises:

~ If the Commission had (in the PCS Report and Order)
"rejected" nationwide licensing, then would it, on the sa.. day
(in the Auction NPlUI) propose rule. whicb are "bia.ed
.ystematically in favor of [national] caabinatorial bidders"?
(PacBell at 5). The an.wer ("Of cour.e not") obviously eluded
PacBell, but the comaission's rationale for its combinatorial bid
proposal is clearly set forth in II 57-62 of the NPRM.

NPRM I 57 and n. 37. §.U McCaw at 12.
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Th. Cellular On. Advantag•••• own.d and op.rat.d by
Southw••t.rn Bell Mobil. syat..., the 2nd largeat
c.llular carrier in the United Stat.a, a.rving 29 _ajor
metro markets in a nationwide c.llular network.

Cellular On. "P.raonal Rates" brochur. and coverage aap,

r.produced as Exhibit 2 hereto [.mpha.is added].

Only a handful of commenters support complex mix-and-aatcb

combinatorial bidding .chemes at the MTA lev.l. Aa.rit.ch, for

Ixample, does not address national combinatorial bidding, but

recommends that the Commission consider permitting sealed bids

for aggregated licen.ing areas (~, a group of contiguous BTAB)

covering less than all of the larger area of which they are a

part (~, an MTA).W Such complex bidding .ch.... would be

tr.m.ndously r ••ourc. int.nsiv. it conduct.d through conventional

bidding proc...... R.liance on .l.ctronic bidding .y.t..., which

have not yet been fully developed or thoroughly tested, i.

clearly infeasible if the Commission is to meet its statutory

deadlines for commencement of PCS licensing. For these reasons,

a simple approach to combinatorial bidding (such as that

described in MCI's Comments at 10-14, as modified herein) should

be employed.

MCI supports NYNEX's proposal of allowing combinatorial bids

to be placed at Xl above the sum of MTA bids, SUbject to a

self-imposed cap:

Parties submitting sealed combinatorial bids n••d not
specify their bid in dollar and c.nts. These parti.s, if
they so desire, .hould be permitted to specify that their
bid shall be equal to the sum of all individual bids plUS a

W Ameritech at 4-5. .s.u A.1JiQ Nextel at 11, NTIA at 15.
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stated percent, sUbject to limitations placed by bidders on
their expenditures.

NYNEX at 14.

The NYNEX approach for combinatorial bidding is superior to

a standard sealed bid auction because it will help ensure that

the Commission receives full value for the spectrum. One ot the

disadvantages of standard sealed bid auctions is that bidders ..y

bid less than their full valuation in a strategic atte.pt to pay

less for the spectrum. W The NYNEX approach provides an

incentive for combinatorial bidders to place their full valuation

of the spectrum in the reservation price they bid. Each bidder

will be willing to do this knowing that if other bidders place

significantly lower valuations on the combined spectrum, the

winning bidder will be able to pay less than its full reservation

price. Thus, this bidding mechanism provides the benefits of a

Vickrey second-bid sealed auction. W One of the Commission's

criticisms of Vickrey auctions is that there may be a significant

disparity between the first and second bids resulting in reduced

auction revenue for the government. W This is not a problem

under the NYNEX approach because the oral bids for the individual

NPRM , 41.

~ NPRM , 44, NYNEX Exhibit 1 (Harris and Katz) at 18.

NPRM , 45.
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piece parts will place a floor on the amount the Commission

receives for the spectrum. W

C. Sequence of Auctions.

In the NPRM the Commission tentatively proposed to conduct

broadband PCS auctions commencing with the largest (30 MHz)

spectrum blocks and largest markets, and proceeding to smaller

spectrum blocks and s..ller markets. W As noted above, the

principal advocates of licensing s..ller spectrum blocks first

are incumbents who already have spectrumn' and the advocates of

electronic bidding trials.W The recommendations that smaller

and less viable 10 MHz blocks be auctioned first should be

rejected, in order to permit the rapid introduction of broadband

PCS as a competing wireless service.

Although most parties prefer auctions from larqest to

smallest markets,~ several companies including NYNEX sugqest

U' MCI opposes the opening of sealed MTA bids prior to the open
oral MTA auctions. CCI at 6, CTIA at 4 and 14-15, Dial Page at
7, SW 8ell at 24-25 and 36. Openinq the sealed bids before the
oral MTA auctions would give the MTA bidders an unwarranted
biddinq advantage. Ncr and others that submit sealed coabination
bids gain no added competitive advantaqe over the bidders in an
MTA auction -- they simply know, as single MTA bidders do, what
they are willing to bid.

NPRM at II 120, 125.

11/ AT&T at 9-11, McCaw at 15, Nextel at 8.

~, ~, NTIA at 19 and Attachment 2.

~ Alliance of Rural ••• at 12-13, Alliance Telecom at 3, APC at
5, AT&T at 9-11, CCI at 9, Comcast at 10, CTP at 5, CTIA at 3-4,
GTE at 5-6, McCaw at 2 and 14-15, Telocator at 4, Vega Group at
4.
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alternatives.- Th. recommended alternatives include geographic

clusterin~ and East-to-West or West-to-East sequences.g

NYNEX's experts, Professors Harris and Katz, obaerve:

[T]he order in which spectrum in different geographic areas
is auctioned off can matter for both efficiency and
fairness. For example, suppose that the Commission cho•• to
auction spectrum for the New York City area first due to its
population size, with ot~er areas following. As auction.
progress, participants will learn more about what is going
on. Hence participation in earlier rounds may be riskier.

NYNEX, Exhibit 1 at 17. The question, then, is whether New York

City should be auctioned first, if early rounds of bidding are

indeed riskier because bidders lack information? MCI believe.

the answer is "Of course not." MCI recommends the adoption of an

bidding sequence for MTAs which combines geographic clustering

and East-to-West proqression, contained in Exhibit A hereto. The

recommended sequence would avoid the problem. inherent in

starting with a very large market Cas identified by NYNEX,

above), facilitate geographic clustering, and generally follow an

East-to-West progression.

W NYNEX at 17. ... Ala2 AIDE at 15-16, APC at 5, AWCC at 39,
Bell Atlantic at 11-13, BellSouth at 11-14, Minority PCS
Coalition at 7, Nextel at 8, Rural Cellular Assn. at 7-8, Rural
Cellular Corp. at 2, U.S. Intelco at 9-10.

W Breen at 2.

g SW Bell at 35.
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IV. Other Is.ues.

A. Unjust Inricbaent and Trafficking Re.triction••

In the NPRM, at paras. 82-89, the Commission sought cc.aent

on measures to prevent unjust enrichment. In general, MCI agre.,

with the Commission and the majority of commenters that "unjuat

enrichment" and "trafficking" are relevant only to authorization.

acquired at auction for a price below market value.~ No

"antitrafficking" rules or transfer restrictions should be

applied to authorizations acquired at auction for full aarket

value.

Conversely, all authorizations which are acquired on a

preterential baais by a "designated entity" ahould be .ubj.ct to

reasonable antitrafficking rules. A number of commenters have

sugqested minimum license holdinq periods ranqinq from one

yearW to a full ten-year licen.e term.~1 A three-year holdinq

period for licensea issued to desiqnated entities is reasonable

and capable of being firmly enforced.~ MCI opposes

Southwestern Bell's proposal to allow designated entities to

transfer authorizations to other entities after winninq spectrum

at auction before building anything. fit Free transferability of

§I AT&T at 27, Bell Atlantic at 17-18, GTE at 15-16, McCaw at
22, PTC at 8-9, TWT at 4-5.

Alliance of Rural •.• at 5-6, Palmer at 7-8.

~t a.H, ~, AT&T at 28.

~ .so MCI Comments at 20, AWCC at 34, NAMTEC at 23, Windaonq at
6, Wisconsin Wireless at 2.

~I SW Bell at 41-42.
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unbuilt authorizations would encourage speculative bidding by

designated entities and facilitate evasion and abuse of the

cellular eligibility restrictions.

Bell Atlantic proposes that the cellular eligibility

restriction be "waived" so that otherwise ineligible oellular or

cellUlar-controlled entities would be "allowed to hold and

operate [in-region] PCS licenses to the extent that they do 80 as

non-controlling members of PCS consortia in which designated

entities hold significant equity intere.ts."W Bell Atlantic'.

choice of words -- "hold and operate" a license as "non

controlling members" -- is indicative of its proposal's potential

as a means of evasion and abuse of the Commission's cellular

eligibility restriction.~1 MCl urges the Commission to make no

exception to its cellular eligibility restriction for in-market

partnering with designated entities.

B. Collusion.

The vast majority of commenters responding to the

Commission's request for comments on whether specific anti

collusion rules are neededW responded in the negative, stating

that existing antitrust laws and bid-rigging statutes provide

adequate quidance. W

Bell Atlantic at 16-17.

~ NPRM at ! 110.

NPRM !! 93-94.

HI MCl at 15-17, Alliance of Rural ••• at 7, Arch at 17-18, AT'T
at 39-40, AWCC at 37, BellSouth at 14-17, Breen at 5, CTlA at 8

(continued••• )
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Some commenters urge the Commission to impose stringent

anti-collusion rUles. W Most of these commenters have not

described, with any specificity, the otherwise lawful activities

which the Commi••ion might prohibit without deterring activiti••

(joint bidding ventures and PCS consortia) which the Co.-i••ion

wishes to encourage. Some parties are seeking the adoption of

broad anti-collusion rules as a means of inhibiting -- if not

preventing -- the formation of consortia capable of subaitting

national combinatorial bid••~

NYNEX recommends that the Commi••ion work with the

Department of Justice to prepare and issue quidelines for firas

interested in forming bidding consortia and strategic alliances.

MCl does not oppose this request, provided that the preparation

and issuance of such quidelines does not materially delay the

implementation of competitive bidding.

C. Application Reqyireaents.

A number of parties submitted sound reco..endations that the

Commission streamline the pre-auction filing process insofar as

practicable, and require that only the winning bidder submit a

~( ••• continued)
9, PacBell at 29-30, Pagenet at 28, SW Bell at 32, Sprint at 19,
Telocator at 5, TWT at 4-5.

W ~,~, CPUC at 6, CTP at 7, JMP Telecom at 5, Myers at 7
8, TDS at 18-19, Vega Group at 9.

~ For example, TDS (at 19) urges the Commission to require
winning bidders to certify "that such bidder has not directly or
indirectly entered into any agreement, participated in any
COllusion or otherwise taken any action in restraint of free and
open competitive bidding."
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lonq-form applications followinq the close of biddinq.~ The.e

recommendations are qenerally consi.tent with the Commi••ion'.

de.ire that the auction proce.. be .imple and easy to

administer. »"

MCI aqrees with GT~ that whatever form the pre-auction

submissions take, full disclosure of bidder ownership should be

required. The Commission may wish to expand the scope of the

ownership disclosure requirements for closely-held corporations

and tru.t••nl MCI agr••• that it is appropriate for partn.rship

applicants to identify all partners. A comparable own.r.hip

disclosure rule for closely-held corporations would require the

names and addresses of all shareholders (in addition to the name

and addr.ss of a r ••ponsible officer or director as propo.ed in

the NPRM). If the applicant is a trust, the names and addr•••••

of the beneficiaries Cas well as that of the trustee) should be

disclosed.

W AFVO at 12, Alliance of Rural ••• at 6-7, BallSouth at 35-39,
CSI at 15, CTIA at 28 n. 68, GCI at 14, Liberty Cellular at 7,
Mercury at 2, Myers at 9-10, NABOB at 7-8, PTC at 7, PacTel at 5
6, Santarelli et ale at 2, TOS at 19, U.S. Intelco at 21,
Wisconsin Wireless at 2.

NPRM at , 18.

11/

GTE at 11-12; ... Ala2 McCaw at 18, Veqa Group at 4.

NPRM n. 86.
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v. CQnclusiQn.

WHEREFORE, MCI requests that the CQ_issiQn take its

CQ_ents intQ aCCQunt in the develQp.ent Qf rules fQr the u.. of

cQmpetitive bidding in the licensing prQcess.

Respectfully SUbmitted,

Dated: NQvember 30, 1993

MCI

By:

TELECOMMUNICATIONS CORPORATION

~~~-Bosser
Donald • ElardQ
1801 pennsylvania Avenue, N.W.
WashingtQn, D.C. 20006
(202) 887-2727

Its AttQrneys



Exhibit 1

Bid Order Rank MTA population

--------- --------- -----------
1 24 RicbJlond 3,927,400
2 10 Washinqton 7,995,600
3 9 Philadelphia 9,075,500
4 1 New York 26,692,100
5 8 BotIton 9,548,900
6 6 Charlotte 9,969,100
7 11 Atlanta 7,181,400
8 36 Jacksonville 2,345,700
9 13 Taapa 5,665,000

10 14 xi..i 5,363,400
11 28 siraingham 3,283,200
12 16 New Orleans 4,966,700
13 27 Memphis 3,493,400
14 42 Nashville 1,809,700
15 43 Knoxville 1,733,700
16 26 Louisville 3,579,700
17 18 Cincinnati 4,737,300
18 38 ColWDbus 2,179,100
19 21 pittsburgh 4,070,500
20 17 Cleveland 4,946,100
21 34 Buffalo 2,776,400
22 4 chicago 12,177,800
23 5 Detroit 10,095,700
24 31 Indianapolis 3,042,400
25 19 st. Louis 4,716,700
26 39 Little Rock 2,080,800
27 12 Minneapolis 6,073,300
28 20 Milwaukee 4,591,900
29 32 Des Moines 3,004,000
30 33 Kanaas City 2,959,100
31 44 OJaaha 1,666,700
32 46 Wichita 1,125,000
33 7 Dallas 9,937,500
34 15 Houston 5,272,400
35 30 San Antonio 3,088,600
36 40 Oklahoma City 1,877,500
37 47 Tulsa 1,104,100
38 22 Denver 3,953,700
39 25 Phoenix 3,663,000
40 35 Salt Lake City 2,635,900
41 37 El Paso 2,190,900
42 41 Spokane 1,875,200
43 2 Los Angeles 19,974,500
44 3 San Francisco 12,381,000
45 29 Portland 3,144,800
46 23 Seattle 3,948,500
47 48 Alaska 570,200
48 45 Honolulu 1,138,200
49 Puerto Rico
50 Guam
51 American Samoa


